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Act of 1996
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Defmition of Radio Markets MM Docket No. 00-244

PETITION TO FILE THIRD SUPPLEMENT TO REPLY COMMENTS
AND THIRD SUPPLEMENT

Mt. Wilson FM Broadcasters, Inc. (hereinafter “Mt. Wilson”) timely filed Reply
Comments on January 16, 2007.2 Subsequently, Mt. Wilson filed a “Petition to File
Supplement to Reply Comments” on February 2, 2007 and a Petition to File Second
Supplement to Reply Comments on February 20, 2007. The February 2, 2007
Supplement revealed that Clear Channel controlled four XM satellite music channels, a

relevant fact never mentioned in the Clear Channel pleadings (source — Detroit News

L' Mt. Wilson Reply Comments to Clear Channel Comments.
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article dated February 1, 2007); the Second Supplement (based on a February 15, 2007
conversation between the Mt. Wilson President and a former Clear Channel employee
with first-hand knowledge of Clear Channel’s XM operations) revealed that Clear
Channel operates a total of nine XM commercial satellite channels.

The Third Supplement (the instant pleading) is based on a telephone interview
with Clear Channel Radio Chief Executive John Hogan and was reported on the Forbes

Web site May 25, 2007 Home Page issue (copy attached). Mr. Hogan states

“We’re in the satellite business we own a [3% stake in] XM
Satellite Radio (nasdaqg:XMSR — news - people). We currently
program. . . [10] radio stations on XM, that’s one of our distribution
platforms. . .. I'm sort of underwhelmed by satellite. I think what
they have is a lot of really interesting channel titles. But when you
listen to them, there’s not much there. There certainly isn’t much
variety, and what I think is really the essence of radio — that is, what
is between the records -- is really pretty lame.”

Summarizing Hogan’s statement, Clear Channel owns 3% of XM Radio, operates 10 XM
radio stations (channels) on XM satellite radio and does not believe that XM is
programming its channels in a meaningful way.2

Clear Channel is an advocate for raising radio ownership limits. The Clear
Channel Comments/Reply Comments, however, fail to mention the Clear Channel
ownership stake in XM radio and fail to mention that Clear Channel programs 10 radio

stations on XM radio2 Moreover, whereas the Clear Channel Comments describe

i

Hogan’s statement that Clear Channel programs 10 radio stations confirms the basic
information contained in the Mt. Wilson First and Second Supplements.

Hogan’s precise verbiage states “We currently program... [10] radio stations on

()
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satellite radio as the prime example of new technology competition to over-the-air free

radio {Clear Channel Comments, at p. 51)

“Today, free, over-the-air radio faces many more competitive
threats. . . and the competition comes from media that are not
crippled by the regulations that stifle the industry. In every single
local market, satellite radio companies. .. together deliver 270
channels. ... These competitive challenges — and the inequities
imposed by the local radio caps — are currently threatening the
ability of free over-the-air radio to remain viable.”

Hogan’s opinion essentially downgrades XM radio programming other than the 10
stations programmed by Clear Channel.

As previously noted, Clear Channel hzis never disclosed in this proceeding that it
operates 10 XM satellite channels or has an ownership interest in the new technology that
threatens free over-the-air radio —~ an argument urged as the justification for raising the
radio ownership limits. The reasonable conclusions derived from the omitted facts and
the conduct of Clear Channel are as follows:

1. The failure to disclose satellite radio interests in this proceeding and
to characterize satellite radio both as a threat to free over-the-air
radio and as a justification for raising radio ownership limits is
disingenuous, not smart, not clever, simply disingenuous;

2. The failure to disclose the satellite radio interests in the context of a
rulemaking proceeding pertaining to radio ownership limits
demonstrates excessive advocacy equating to a lack of candor;

3. The 10 XM radio stations programmed by Clear Channel negate the
Clear Channel arguments for raising radio ownership limits and,
indeed, evidences that Clear Channel is in violation of the existing
radio ownership rules in every market where Clear Channel and XM
radio collectively provide radio service;=

4 Operation of multiple stations by the same entity adversely affects competition -
irrespective of whether satellite radio stations (or HD-2 stations) are deemed
attributable interests.
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4. There is an obvious “disconnect” between the arguments set forth in
the Clear Channel Comments/Reply Comments and the statements
of Clear Channel executives, thereby undermining the credibility of
the Clear Channel pleadings.

The “good cause” for filing all of the Supplements are relevant facts pertaining to
Clear Channel’s operation of XM satellite radio channels and Clear Channel’s ownership
interest in XM Satellite Radio facts pertinent to the instant Rulemaking proceeding, facts
never mentioned in the Clear Channel pleadings and facts which were not known to
Mt. Wilson until dates subsequent to January, 2007. The information provided in the
First and Third Supplements are based on publications. Indeed, the information provided
in the Third Supplement is based on an interview with the Clear Channel CEO and
confirms both Clear Channel’s operation of multiple XM satellite channels and Clear
Channel’s XM ownership interest. Whether the radio ownership limits should be
moditied to allow an increase, a decrease, or remain as now promulgated, the matter of
competition is irrevocably interwoven with ownership limits. Clear Channel operation of
10 XM satellite channels, multiple HD channels (including HD-2 and HD-3 channels
which provide (or are capable of providing) separate program s;treams) exacerbates an

existing competitive advantage and are clearly relevant to the issues in this proceeding,

ie., it reas_,onably can be assumed that satellite radio channels are available to Clear
Channel advertisers, are utilized as an enticement to advertisers and that Clear Channel
derives remuneration from the operation of the satellite radio channels — or, as Mr. Hogan
succinctly stated, the “...satellite business..., that’s one of our distribution

platforms. . ..” Aside from the obvious adverse impact on competition and the other free
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over-the-air radio operators, the Commission should not ignore the Clear Channel lack of

candor in evaluating the merit of the Clear Channel pleadings.

Respectfully submitted
MT. WILSON FM BROADCASTERS, INC.

oy O G T,
Robert B. Jacobi '
Cohn and Marks LLP
1920 N Street, N.W.

Suite 300
Washington, DC 20036
(202) 239-3860

Its Attorneys
Dated:
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FORBES MAY 25,2007 WEB SITE ARTICLE
“RADIO REDUX” |
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"I have really got to jump,” Clear Channel
Radlo Chief Exocutive John Hogan says

afier a hait-hour phone Interview, Glvan il
that he has on his plate, it's hard lo bleme
him_

Amid a sluggish radio adverfising market,
Clear Channel has been laating efforts to
move away from traditional 60-second ad
spots to reduce on-alr promotiona "clutter."
in addition 1o drastically retosling
pregrammyig and playllsis in sorme markets,
it agreed earied this year 1o begin using,
albeil with some reluctarice, Arbitron's
{nyse, ARR - news - paaple } naw Portabla
People Meter, an electrebic audience-
measuremsnt systern gimed at replacing
paper diarlas,

—_—
i By This Author

| Lavis Hau
What Worries The Rich 7

|EW Deal Gond Naws For | And tha nstion’s iargest radic company

fWarmer? created waves fast month when it signed =
Clear Channe| Board OKs | Multi-year deat with Goopgle (nasdaq;
Latest Bid GOOG - news - people } that witl enable the

More Headlines :g::irgzs?lant te selt adverising on s mdio
I all that wasn't anaygh, Clear Channel i in
the midst of streamilning ils s1ation holdings,
haning inkatt deals to sail more than 360
radio stations ouside its top 100 markets.
Wepnwhila, parent company Clear Channet
Communlcationg (ysa: CTU - news -
peotle ) is awalting shareholder approval on
a bpard-approved bid from Thomas H, Lee Parners and Bain Capital
Partrers to take the company private for $28 bitlion, The privete-gdLity
firms haven't satd much about their plans for the company, buf have
expressed supporl for the current managament team led by foundar and
Shaiman L.owry Mays.

"R-clatad Stories

A Setsmic Shitt In Raling
|Radia

In an inarview, Hogar {alked about what Clear Chapnel is daing to
revitalize station formats, downplayed concerng among some radio
axecutives about Google's entry Into ravio advertising and argued that
“thare certainly isnt much vanely" on satelite radia.

i Ustens 10 muslkc every spare moment | have, but | haven't listened to
triusic on FM radio on a dally bazis since the mid-"90s. The
programming had becoma predictable and repetitive and there are
now o many other optlons available through which to access music.
What does the radlo Industry have to do to bring bask listeners Hke
me? -

The desciiption of your situation i3 3l too reat for 8 gt of falks in radle
We've taken what | think are sorme pretty important steps 1o re-angage
comsumers with radio. A ditte over three years ago, we made o
commitment throughout the company tg become fsterer-centric.
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Ralin Redux - Forbes,com

Usrtertunately, we had become broadcasiercantic. Wa were programming
vadiy stations as if they wers tistened v by a 1ot of program directors, act
by congumars. We have strongly ancouraged our program direcior to firs
and forernost recognize thal consumers Co have s ot more cholcas today.
We have to be thet much more irderasting, wa have to be thal much more
gngaging.

Uil give your 3 very specific exampte of what we'ra teing, in Dallas, we ook
a [eiprsic-rock] radio station tilied KZPS [FM-B2.5] thal we recoghized
wasii'l unique. it wasn'l doing anything for a listener that they couldn't get
sornewherg elsa. So what we did was we blew It up, We entouraped the
programming and promotions tesm o come up with 3 hrand new radio
station. i

That's what they've dong. If's {now] an outtaw country radio station. You'l
hiear arfists on there that you won't hear on any other radio station in
Dalias, ard thatl you may not hear on any other radie siation in Texas or
across the counsly. You wil hear nosts and persanatities that llve the
music, knew the musle. They're part of that Ifsstyls. You'll hear a lot of
Information and insights into the music and tha artists,

Much of what you're desciibing sounds ke the kind of thing you
might hear on satellite radlo. How much has satelite rmdio nlluenced
the programming decisions you've been making of iate?

Salslite actually has not Influenced us at sli--consumers have. We've
dona an ergimous Bmount.of consumer research. VWe've rgsearched into
how they vew adio, how they use radio, how they use other madia, where
Wey're consening music and entartainment, what's jmpartant to tham,
Vgl you'ra hearing on our redle stations and hessng and seeing on our
VWab sites i3 roally a reflaclion of consumers, and not of 3 competitor,

We're i the sateilde business, we own a [3% stake inj XM [Satelite
Radlo] {nasdaq: XMSR - naws - people ). We cumently program ... {10]
ragip statlens on XM, that's one of our disifbution platforms. | think that
iha slations we're programming on XM are far and away the best
crogrammed and the best produced. I'm so of underwhelmed by zatellite.
I think what they hava is & lof of really intéresting channe! itles, But when
you listen to them, thers's nof much thara, There cedainly lsn't much
variaty, ang what | think is really the essance of radio--that is, what is
between the records--is really prefty lame,

You've stubstaniially reduged the ad tims on your statlona under your
"teyg Iz Mora” inftiative to replace 60-second ads with sharder spots.
How is that pragressing?

I has progreszad unbelievably well for us. When we Igunched LLM,, we
were seiling an idea that was very inngvative for the radio indusiry. Sixty-
seqynyg commercials had been the currency for a long, long time, There
were a lot of people who didn't understand what we were doing or how i
woukl work

Mol onfy are we safiing [30-second spofs], wa're also salling 15's, flve's
and ane-zacond spots calied blinks. What | think is really interesting about
that is that the” one- and five-second blinks were net something that we
CEME Up with, They were in regponse 19 raquests from advedisers.
Roughly 40% of our invaniory is now sold In spof lengths laes than 40
seconds i conlinyes to grow. A year 2go, it wag around 35%. Twe years
ago, it was aroungd 20% e 25%

wWhat do you think of the concarns among some radio executives
abowt Google's entry Into the radio advertising rmarket?

They do not naves the systems or the abliity fo know what thelr Inventory
is, and without tha! diagnestic ability, they can't possibly do g deal like
we've done with Google. The fact that we have systems that aliow s to
know in regklime across svery one of our rdic statlons exactly what Is
availabie for sala, what has been sold, what's feft © be soid, what the
pricing is--it gives us an @NOMOUS position of intelffigenca.

Therg iz no sk fr ug In the Goonle deal. There's no risk because we
have complete insiht in what happens at eur radio stations in lerms of
inventory and pricing. Google's no! inkerestzd i eo-opting our advertizars.
They're boking at expending the pdvertiser base,

AMer volcing concems about the offoctiveness and ¢ost of Arbitron's
Portable Peaple Meter, Clear Charnel agreed eariler thig year to use
the systam in Philadelphia. Now that you're on board with PPM, how
quickly do you expect to adopi # In other markets?

it depends on how Juickly they commercialize it in other markets, Wa
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Rartic Redux — Forbes com

eontinue to hsva cancerns abow! the PFPM methodology and rallability, as
well g3 the price. We are a very, very strang proponent of electronie
measuremant (but] &'s bafling why n this Instance, technoiogy is making
things more expansive, rather than kess expansive,

We continue to talk with Arbitron and we've shared these same conceine

with them. {'m noi particuiary impressed with It thus far. They're shewing EXPE RT ADVICE Fo R

an increase in the nurmber of fisteners and a sigrificant dacrease In the THE LUXURY TRAVELER
amourd of Ume people are spending with radio. | question the
methodolegy. | nuestion the way they assamble a [listener] panel, |
question thair ablfity to accurately reflact black and Hispanic listening.
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